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COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
Certain registration forms under the Securities Act of 1933 require,
where debt securities are to be registered, a statement of the ratio of
earnings to fixed charges. Certain registration and report forms under
the Securities Exchange Act of 1934 permit the showing of such a ratio.
There have recently been filed with the Commission a number of registra
tion statements wherein the registrants, in computing the ratio of earn
ings to fixed charges, have deducted from fixed charges amounts comprising
(1) interest income or investment income earned on funds in excess of the
requirements for working capital and (2) gains on retirement of debt at
less than its principal amount. In some cases registrants have, in com
puting the pro forma ratio, imputed interest or investment income on amounts
of funds to be obtained from the registered offering which is in excess of
the immediate requirements for debt retirement or capital expenditures and
have deducted such imputed income from the pro forma fixed charges in com
puting the pro forma ratio of earnings to fixed charges.
The propriety of reducing fixed charges by amounts representing in
terest or investment income or gains on retirement of debt has been con
sidered in the light of the purposes for which ratios of earnings to fixed
charges are used and the Commission has determined that the reduction of
fixed charges by the amount of either actual or imputed interest or invest
ment income or debt retirement gains for the purpose of computing fixed
charge ratios results in incorrect ratios and is therefore inappropriate.
Accordingly, such reductions will no longer be deemed acceptable in
registration statements or reports filed with the Commission.
By the Commission.
Theodore L. Humes
Associate Secretary
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